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QO” free enterprise democracy is the greatest system the world has ever evolved. But there 
is one controlling requirement, and this must never be overlooked. The system is based on 


solvent government and sound money. 


We have allowed ourselves to grow weak in the requirement for solvent government and 


sound money. Assurance of fiscal soundness 
in the future does not now exist. Deficit financ- 
ing has been the rule—not the exception—for 
more than a quarter of a century. 

Current Federal spending and deficit have been 
exceeded only in the peak years of global war emer- 


gency. Federal debt set its all time record January 23, 
this year. It exceeded the World War II peak by more 


increases have been for domestic-civilian programs. 
Since 1954 expenditures outside of defense, atomic 
energy, and foreign aid categories increased from 
$19.1 billion to $34 billion estimated in the current 
year. This is an increase of $14.9 billion, or 78 per- 
cent. 


There is terrific pressure in the current session of 


than $6 billion. 


The fiscal situation deteri- 
orated faster during the past 
year than in any comparable 
peace-time period to my 
knowledge. In six months we 
moved from estimates of vir- 
tually balanced budgets in 
fiscal years 1958-59 to com- 
bined deficits of $15 billion. 


At the present rate, Federal 
agencies would spend more 
than $400 billion in five years. 


Contrary to general under- 
standing, recent great in- 
creases in Federal spending 
have not been for defense or 
foreign aid. The tremendous 


This Issue In Brief 


In this Review, a veteran Senator notes 
with dismay that the Federal government’s 
fiscal situation has deteriorated faster in 
the past year than in any comparable 
peace-time period in his recollection. 


He finds that we have allowed ourselves 
to grow weak in the requirement for sol- 
vent government and sound money. He 
warns: “Assurance of fiscal soundness in 
the future does not now exist.” 


Sen. Byrd terms the Federal position 
“epidemic” and points out how its infla- 
tion-breeding spending and taxing policies 
have spread to state and local governments. 


He urges that “drastic” action be taken 
immediately; that steps be initiated now 
to trim back Federal spending to a sane 
level. He suggests where as much as $5.7 
billion could be cut from the $77 billion 
fiscal 1960 budget. 





Congress for enactment of 
more nonessential spending 
programs. Almost invariably 
these new spending programs 
involve multi-year or perma- 
nent commitments for heavy 
spending in the future. 


Much of the domestic- 
civilian spending is for sub- 
sidies — and by subsidies I 
mean nearly all kinds of loans, 
grants and payments out of 
the Federal Treasury to spe- 
cial beneficiaries. Many of 
these subsidy programs are 
bottomless pits for Federal 
spending and contribute to 
sky-high inflation. 


The Federal government of 
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the United States can not now pay its bills except 
by increasing debt and inflation. Revenue at present 
tax rates does not meet our commitments. Interest 
on the Federal debt is taking approximately one-tenth 
of all taxes collected. Chronic inflation has reduced 
the purchasing power of our money 52 percent. The 
American dollar is now worth 48 cents by the 1939 
index. Inflation destroys fixed incomes, provident in- 
vestment, prudent business, sound financing, national 
security, and democratic government. 


The Federal government is now subsidizing busi- 
ness, industry, private finance, agriculture, transpor- 
tation, power, health, education, states, localities, 
individuals, etc. By the process of cheapening our 
money and centralizing power in the Federal gov- 
ernment, we have descended to a level of state so- 
cialism which is obvious, if not admitted. Social 
democracy is a subterfuge for sound government and 
constructive enterprise. Its evils are historically docu- 
mented wherever nations have stooped to it. 


Trillion Dollar Debt? 


‘The Federal position alone is bad enough, but it 
is epidemic. It has spread to state and local govern- 
ments. It has permeated our whole economy. It has 
dangerously changed our attitudes—public and private. 
Total public expenditures in this country—Federal, 
state and local—this year will reach nearly $150 bil- 
lion. Federal, state and local governments this year 
will take $130 billion or more out of the pockets of 
the American taxpayers in revenue receipts from all 
sources. In their annual budgets Federal, state and 
local governments this year will run deficits totaling 
15 to 20 billion dollars. 


Public debt—Federal, state and local—this year will 
approach $350 billion. Private debt now runs at more 


Hon. Harry F. Byrd, 
Senator from Virginia, has 
served in the Senate since 
1933. Long an advocate 
of economy in government, 
the Senator has annually 


issued his “Byrd Budget” 

to help pinpoint areas 

where economy in Federal ‘ 
government may be achieved. This Review is 
based on an address given by the Senator before 
the annual meeting of the National Taxpayers 
Conference in Washington, D. C. 
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than $500 billion. In short, we have nearly a trillion 
dollars of debt on our backs. That figure is beyond 
ordinary comprehension. When individuals become 
insolvent they take bankruptcy and dispose of their 
obligations. When governments become insolvent 
their money becomes worthless and they go through 
a revolution wringer. The nature and process of the 
revolutions may vary, but invariably the form of gov- 
ernment is changed. There is no reason to think free 
enterprise democracy as we have known it could 
survive. I concede, of course, the necessity for deficits 
in extreme national emergencies. 


Fiscal Frustration Evident 


The situation will continue to grow worse unless 
there is drastic action in the immediate future. In 
the process of centralizing power, the Federal govern- 
ment is usurping state and local revenue sources. 
At the same time it is encouraging greater spending 
at all levels. And through expanding paternalism, 
great segments of business, labor, agriculture, and 
taxpaying individuals are being brainwashed with 
Federal subsidy. 


States have been pushed to a point where they are 
having difficulty paying their bills. Highway programs 
are examples. Localities also are running out of funds 
and sources. 


Taxpayers, caught in the pinch of levies at all 
levels, are driven to search for tax loopholes and 
avoidance, and coming to government with hands 
out for payments of all kinds. Once we are on this 
merry-go-round, we are riding an endless circle. 


On the other side we find states sacrificing their 
sovereignty through increasing efforts to push more 
costs on the Federal treasury. Public assistance and 
unemployment payments are examples. Localities are 
sacrificing their autonomy in the same way. For in- 
stance, they are now demanding that the Washington 
government underwrite the bill for slum clearance 
and urban renewal in privately owned, locally taxable 
districts. 


Nearly 40 million people will receive direct pay- 
ments from the Federal treasury this year. With their 
families these 40 million people could reach a number 
equivalent to half the population of the United States. 
Nearly $87 billion is outstanding at this moment under 
so-called Federal credit programs for housing, vet- 
erans, agriculture, commerce, defense production, 
small business, etc. There are now 77 programs for 
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state and local subsidy. Payments to state and local 
governments are now totaling $7 billion. 


Fiscal frustration is evident at every turn in the 
Federal government. Our debt is the highest the 
world has ever known, and we are right up against 
the highest peace-time debt ceiling of all time. We 
engage daily in deficit financing, and there is re- 
luctance in the purchase of government bonds. Tax 
revenue is insufficient, but tax rates are near the point 
of diminishing returns. Cynics advocate more in- 
flation to produce more revenue, but it increases the 
cost of everything the government buys. The President 
says balance the Federal budget, and the spenders 
say spend more. 


Sometimes the frustration descends to complete 
fiscal irresponsibility. 


Fiscal irresponsibility is inevitable in efforts to use 
the Federal budget to force social reform. Fiscal 
irresponsibility is at its worst when effort is made 
to use the Federal budget as a tool of the so-called 
Full Employment Act. Those of us working simply 
to achieve constructive reduction in Federal spending 
to preserve solvent government and sound money 
have our own difficulties with the budget. But they 
are of a different kind. 


Constant Effort Required 


We find billions to be spent through back doors 
and out of unexpended balances which are outside 
of annual appropriation control. We find billions more 
to be spent under previous commitments in foreign 
agreements, Federal-state formulae, contracts with 
those dealing in government purchases, and promises 
to pay in scores of subsidy programs. 


The staff of the Joint Committee on Reduction of 
Nonessential Federal Expenditures has just completed 
a study of the $77 billion expenditure budget for 
the coming fiscal year, beginning July 1. It found 
that only about one-third of the $77 billion in ex- 
penditures scheduled for fiscal year 1960 can be 
effectively or practicably reached in appropriation 
bills to come before Congress in the current sessior 
Preservation of fiscal soundness in governments of 
the United States will not be easy. There are no 
short cuts. 


It will take constant, unrelenting effort by all of 
those willing to practice unselfish patriotism for the 
preservation of our form of government. I am here 


tonight because I know you represent the kind of 
people upon whom we must rely. If we are to pre- 
serve the solvency of our government and the validity 
of our money—in short our way of life—let’s sum- 
marize what we have to do now! 


FIRST. We must support the President in his 
efforts to reduce Federal expenditures. If he is forced 
to veto appropriation or other legislation authorizing 
expenditures, the need for our support will be even 
greater. 


SECOND. We must oppose all new legislation for 
nonessential Federal spending with all means at our 
disposal at all stages of the legislative process. 


THIRD. We must constantly urge the President 
to hold down Federal spending under administrative 
control of Federal agencies, including spending out 
of balances in prior appropriations. 


FOURTH. We must support all current proposals 
to recapture Congressional control over the annual 
rate of Federal spending. 


FIFTH. We must constantly urge state govern- 
ments, local governments, organizations representing 
segments of the population such as business, labor, 
agriculture, veterans, etc., and individuals themselves 
to reduce demands on the Federal treasury, and 
eliminate abuses in Federal programs in which they 
are involved. 


SIXTH. We must constantly demand that the Fed- 
eral government withdraw from programs which usurp 
state sovereignty, local autonomy, and individual in- 
dependence. 


SEVENTH. We must constantly demand that the 
Federal government, in withdrawing to its constitu- 
tional sphere, return to other levels of government 
the sources of revenue it has usurped. 


‘Substantial’ Surplus Needed 


The President is asking you to support his efforts 
to hold down Federal spending. I know you will com- 
ply. I join you. Beyond this, I think you believe that, 
in view of the tremendous debt we are carrying, a 
balanced budget is not enough. We need a substantial 
surplus. We would be far safer if, in the coming 
year, Federal expenditures were held below $72 bil- 
lion. Such a figure would allow for a reasonably good 
recovery from last year’s decline in receipts. It would 
offer relief from excessive deficit spending. It would 
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require some slow-down in the rapid rise in domestic 
civilian expenditures. 


But you are forewarned that such a reduction in 
the coming year would require more than action on 
current appropriation bills alone. Some reductions 
applying to fiscal year 1960 can be made in the 
forthcoming appropriation bills. But for other re- 
‘ductions, such as those in expenditures from balances 
in appropriations enacted in prior years, we must 
rely on the President. For still other reductions in 
such expenditures as public assistance and urban re- 
newal, we must urge state and local governments to 
hold down demands. 


Cut Spending $5 Billion 


And, finally, there must be cooperation by busi- 
ness with government in tightening up policies with 
respect to subsidies and more efficient performance 
on-contracts; and those on government subsidy and 
payment rolls must be urged to eliminate abuses in 
the programs. That is a large order, but realistically 
I do not look for substantial reductions until those 
participating in the high cost of government begin 
to cooperate with unselfish patriotism. 


Organizations such as yours could render no greater 
service than to take the lead in such a crusade. Per- 
sonally I shall support the President’s effort to reduce 
Federal expenditures. In addition, I believe the best 
interests of this nation and our allies would be served 
if the $77 billion expenditure estimate for the coming 
fiscal year were reduced by $5 to $6 billion or be- 
tween 7 and 8 percent. I know this could be accom- 
plished without the impairment of a single essential 
function. From long experience I know public demand 
could force such reductions. 
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The voice of the people of this country, if it is 
loud enough, will overcome selfish and highly or- 
ganized minorities and will prevail. This is the great 
virtue of our constitutional democracy as contrasted 
with dictatorship. So the job is up to you and me and 
every other citizen. 


With effective leadership and organization, the $77 
billion Federal expenditure budget for fiscal year 
1960, beginning July 1, could be reduced construc- 
tively by $5.7 billion or 7% percent as follows: 


1. Through direct action by Congress 


on appropriation bills, at least $1.0 billion 


2. Through direct control by adminis- 
trative action on the part of the 


President, at least 1.7 billion 


3. Through direct action by States and 
localities requiring reduced Federal 


aid, at least 1.0 billion 


4. Through action by private business 
in cooperation with the government 
for a tighter policy with respect to 
subsidies and more efficient per- 


formance on contracts, at least 1.3 billion 


5. Through elimination of abuses in 
programs involving individual bene- 
ficiaries of Federal payment pro- 
grams, at least 


TOTAL $5.7 billion 


There is not an essential dollar in this $5.7 billion. 
But if this much of a reduction could be accomplished 
in the coming year the American economy, fiscal 
situation and the nation generally would be far safer. 
There would be a surplus to reduce the debt, inflation 
would be halted, nonessential Federal expenditures 
would be slowed down. 


0.7 billion 
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